THE INSURANCE CODE OF 1956 (EXCERPT)
Act 218 of 1956

500.4157 System to supervise recommendations of insurance producers; establishment;
maintenance; reasonable inquiry; contracts with third party; certification.

Sec. 4157. (1) An insurer either shall assure that a system to supervise recommendations that is reasonably
designed to achieve compliance with this chapter is established and maintained by complying with
subsections (3) to (5), or shall establish and maintain such a system, including, but not limited to, maintaining
written procedures and conducting periodic reviews of its records that are reasonably designed to assist in
detecting and preventing violations of this chapter.

(2) An insurance producer either shall adopt a system established by an insurer to supervise
recommendations of its insurance producers that is reasonably designed to achieve compliance with this
chapter, or shall establish and maintain such a system, including, but not limited to, maintaining written
procedures and conducting periodic reviews of records that are reasonably designed to assist in detecting and
preventing violations of this chapter.

(3) Aninsurer may contract with athird party, including an insurance producer, to establish and maintain a
system of supervision as required under subsection (1) of insurance producers under contract with or
employed by the third party.

(4) An insurer shall make reasonable inquiry to assure that the third party contracting under subsection (3)
is performing the functions required under subsection (1) and shall take such action as is reasonable under the
circumstances to enforce the contractual obligation to perform the functions. An insurer may comply with its
obligation to make reasonable inquiry by doing all of the following:

(a) By annually obtaining a certification from a third party senior manager that the third party contracting
under subsection (3) is performing the required functions. Only a person who is a senior manager with
responsibility for the delegated functions and who has a reasonable basis for making the certification shall
provide a certification under this subdivision.

(b) By periodically selecting, based on reasonable selection criteria, third parties contracting under
subsection (3) for areview to determine whether the third parties are performing the required functions. The
insurer shall perform those procedures to conduct the review that are reasonable under the circumstances.

(5) An insurer that contracts with a third party pursuant to subsection (3) and that complies with the
requirements to supervise under subsection (4) will be considered to have met its responsibilities under
subsection (1).

(6) Aninsurer or insurance producer is not required under subsection (1) or (2) to do any of the following:

(a) Review, or provide for review of, al insurance producer solicited transactions.

(b) Include in its system of supervision an insurance producer's recommendations to consumers of products
other than the annuities offered by the insurer or insurance producer.

(7) An insurance producer contracting with an insurer pursuant to subsection (3) shall promptly, when
requested by the insurer pursuant to subsection (4), give a certification as described in subsection (4) or give a
clear statement that it is unable to meet the certification criteria

History: Add. 2006, Act 399, Imd. Eff. Sept. 29, 2006.
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